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3 Optional paragraph to be used only when
applicable.

leases, subleases, and contracts are particu-
larly modified in accordance with the fol-
lowing:

(a) The development and operation of lands
subject to this agreement under the terms
hereof shall be deemed full performance of
all obligations for development and oper-
ation with respect to each and every sepa-
rately owned tract subject to this agree-
ment, regardless of whether there is any de-
velopment of any particular tract of this
unit area.

(b) Drilling and producing operations per-
formed hereunder upon any tract of unitized
lands will be accepted and deemed to be per-
formed upon and for the benefit of each and
every tract of unitized land, and no lease
shall be deemed to expire by reason of failure
to drill or produce wells situated on the land
therein embraced.

(c) Suspension of drilling or producing op-
erations on all unitized lands pursuant to di-
rection or consent of the AO shall be deemed
to constitute such suspension pursuant to
such direction or consent as to each and
every tract of unitized land. A suspension of
drilling or producing operations limited to
specified lands shall be applicable only to
such lands.

(d) Each lease, sublease, or contract relat-
ing to the exploration, drilling, development,
or operation for oil or gas of lands other
than those of the United States committed
to this agreement which, by its terms might
expire prior to the termination of this agree-
ment, is hereby extended beyond any such
term so provided therein so that it shall be
continued in full force and effect for and dur-
ing the term of this agreement.

(e) Any Federal lease committed hereto
shall continue in force beyond the term so
provided therein or by law as to the land
committed so long as such lease remains
subject hereto, provided that production of
unitized substances in paying quantities is
established under this unit agreement prior
to the expiration date of the term of such
lease, or in the event actual drilling oper-
ations are commenced on unitized land, in
accordance with provisions of this agree-
ment, prior to the end of the primary term of
such lease and are being diligently pros-
ecuted at that time, such lease shall be ex-
tended for 2 years, and so long thereafter as
oil or gas is produced in paying quantities in
accordance with the provisions of the Min-
eral Leasing Act, as amended.

(f) Each sublease or contract relating to
the operation and development of unitized
substances from lands of the United States
committed to this agreement, which by its
terms would expire prior to the time at
which the underlying lease, as extended by
the immediately preceding paragraph, will
expire is hereby extended beyond any such
term so provided therein so that it shall be
continued in full force and effect for and dur-

ing the term of the underlying lease as such
term is herein extended.

(g) The segregation of any Federal lease
committed to this agreement is governed by
the following provision in the fourth para-
graph of sec. 17(m) of the Mineral Leasing
Act, as amended by the Act of September 2,
1960 (74 Stat. 781–784) (30 U.S.C. 226(m)):

‘‘Any [Federal] lease heretofore or here-
after committed to any such [unit] plan em-
bracing lands that are in part within and in
part outside of the area covered by any such
plan shall be segregated into separate leases
as to the lands committed and the lands not
committed as of the effective date of unitiza-
tion: Provided, however, That any such lease
as to the nonunitized portion shall continue
in force and effect for the term thereof but
for not less than two years from the date of
such segregation and so long thereafter as
oil or gas is produced in paying quantities.’’

If the public interest requirement is not sat-
isfied, the segregation of a lease and/or ex-
tension of a lease pursuant to 43 CFR 3107.3–
2 and 43 CFR 3107.4, respectively, shall not be
effective.

3 (h) Any lease, other than a Federal lease,
having only a portion of its lands committed
hereto shall be segregated as to the portion
committed and the portion not committed,
and the provisions of such lease shall apply
separately to such segregated portions com-
mencing as of the effective date hereof. In
the event any such lease provides for a lump-
sum rental payment, such payment shall be
prorated between the portions so segregated
in proportion to the acreage of the respective
tracts.

19. CONVENANTS RUN WITH LAND. The
covenants herein shall be construed to be
covenants running with the land with re-
spect to the interests of the parties hereto
and their successors in interest until this
agreement terminates, and any grant, trans-
fer or conveyance of interest in land or
leases subject hereto shall be and hereby is
conditioned upon the assumption of all privi-
leges and obligations hereunder by the
grantee, transferee, or other successor in in-
terest. No assignment or transfer of any
working interest, royalty, or other interest
subject hereto shall be binding upon Unit Op-
erator until the first day of the calendar
month after Unit Operator is furnished with
the original, photostatic, or certified copy of
the instrument of transfer.

20. EFFECTIVE DATE AND TERM. This
agreement shall become effective upon ap-
proval by the AO and shall automatically
terminate 5 years from said effective date
unless:
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(a) Upon application by the Unit Operator
such date of expiration is extended by the
AO, or

(b) It is reasonably determined prior to the
expiration of the fixed term or any extension
thereof that the unitized land is incapable of
production of unitized substances in paying
quantities in the formations tested here-
under, and after notice of intention to termi-
nate this agreement on such ground is given
by the Unit Operator to all parties in inter-
est at their last known addresses, this agree-
ment is terminated with the approval of the
AO, or

(c) A valuable discovery of unitized sub-
stances in paying quantities has been made
or accepted on unitized land during said ini-
tial term or any extension thereof, in which
event this agreement shall remain in effect
for such term and so long thereafter as unit-
ized substances can be produced in quantities
sufficient to pay for the cost of producing
same from wells on unitized land within any
participating area established hereunder.
Should production cease and diligent drilling
or reworking operations to restore produc-
tion or new production are not in progress
within 60 days and production is not restored
or should new production not be obtained in
paying quantities on committed lands within
this unit area, this agreement will automati-
cally terminate effective the last day of the
month in which the last unitized production
occurred, or

(d) It is voluntarily terminated as provided
in this agreement. Except as noted herein,
this agreement may be terminated at any
time prior to the discovery of unitized sub-
stances which can be produced in paying
quantities by not less than 75 per centum, on
an acreage basis, of the working interest
owners signatory hereto, with the approval
of the AO. The Unit Operator shall give no-
tice of any such approval to all parties herto.
If the public interest requirement is not sat-
isfied, the approval of this unit by the AO
shall be invalid.

21. RATE OF PROSPECTING, DEVELOP-
MENT, AND PRODUCTION. The AO is here-
by vested with authority to alter or modify
from time to time, in his discretion, the
quantity and rate of production under this
agreement when such quantity and rate are
not fixed pursuant to Federal or State law,
or do not conform to any Statewide vol-
untary conservation or allocation program
which is established, recognized, and gen-
erally adhered to by the majority of opera-
tors in such State. The above authority is
hereby limited to alteration or modifications
which are in the public interest. The public
interest to be served and the purpose thereof,
must be stated in the order of alteration or
modification. Without regard to the fore-
going, the AO is also hereby vested with au-
thority to alter or modify from time to time,
in his discretion, the rate of prospecting and

development and the quantity and rate of
production under this agreement when such
alteration or modification is in the interest
of attaining the conservation objectives stat-
ed in this agreement and is not in violation
of any applicable Federal or State law.

Powers is the section vested in the AO
shall only be exercised after notice to Unit
Operator and opportunity for hearing to be
held not less than 15 days from notice.

22. APPEARANCES. The Unit Operator
shall, after notice to other parties affected,
have the right to appear for and on behalf of
any and all interests affected hereby before
the Department of the Interior and to appeal
from orders issued under the regulations of
said Department, or to apply for relief from
any of said regulations, or in any pro-
ceedings relative to operations before the
Department, or any other legally constituted
authority; provided, however, that any other
interested party shall also have the right at
its own expense to be heard in any such pro-
ceeding.

23. NOTICES. All notices, demands, or
statements required hereunder to be given or
rendered to the parties hereto shall be in
writing and shall be personally delivered to
the party or parties, or sent by postpaid reg-
istered or certified mail, to the last-known
address of the party or parties.

24. NO WAIVER OF CERTAIN RIGHTS.
Nothing contained in this agreement shall be
construed as a waiver by any party hereto of
the right to assert any legal or constitu-
tional right or defense as to the validity or
invalidity of any law of the State where the
unitized lands are located, or of the United
States, or regulations issued thereunder in
any way affecting such party, or as a waiver
by any such party of any right beyond his or
its authority to waive.

25. UNAVOIDABLE DELAY. All obliga-
tions under this agreement requiring the
Unit Operator to commence or continue
drilling, or to operate on, or produce unitized
substances from any of the lands covered by
this agreement, shall be suspended while the
Unit Operator, despite the exercise of due
care and diligence, is prevented from com-
plying with such obligations, in whole or in
part, by strikes, acts of God, Federal, State,
or municipal law or agencies, unavoidable
accidents, uncontrollable delays in transpor-
tation, inability to obtain necessary mate-
rials or equipment in the open market, or
other matters beyond the reasonable control
of the Unit Operator, whether similar to
matters herein enumerated or not.

26. NONDISCRIMINATION. In connection
with the performance of work under this
agreement, the Unit Operator agrees to com-
ply with all the provisions of section 202 (1)
to (7) inclusive, of Executive Order 11246 (30
FR 12319), as amended, which are hereby in-
corporated by reference in this agreement.
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